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Presented  to  the  Tenth  Annual  Meeting  of  the  Regional  Science 
Association,  Chicago,  Illinois,  November  l6,  1963. 


It  is  a  special  privilege  to  participate  in  a  session  which  has 
been  commissioned  to  place  the  regional  accounts  effort  of  recent 
years  into  a  comprehensive  perspective. 

In  his  paper  Professor  Leven  first  briefly  reviews  some  develop- 
ments of  regional  accounts .  Then  he  singles  out  three  interesting 
measurement  problems-~estimation  of  exports,  undistributed  profits  of 
national  firms,  and  production  entering  final  demand  indirectly.  There- 
after Leven  re-examines  the  definition  of  the  foreign  trade  multiplier 
and  improves  upon  some  of  his  own  earlier  work.  Finally,  he  offers 
some  thoughts  on  the  structuring  of  regional  accounts  for  growth  analysis . 

As  usual,  Professor  Leven  exhibits  perceptive  insight  and  since  we 
are  in  agreement  with  much  of  what  he  says,  we  are  tempted  to  confine 
ourselves  to  some  very  brief  remarks .  However,  there  are  a  few  points 
which  can  be  made,  mainly  as  extensions  to  his  very  brief  review  of  past 
developments  which  paid  only  limited  attention  to  the  evolution  of  the 
concepts  and  framework  of  regional  accounts . 

We  shall  submit  a  slightly  different  or,  more  correctly,  an  addi- 
tional view  of  the  evolution  of  regional  accounts  and  one  speculation 
concerning  the  direction  in  which  the  field  might  move. 

We  should  like  to  ask  the  question,  "What  have  regional  accounts 
been  trying  to  do?"  rather  than,  "What  have  they  looked  like?"  Not 
wanting  to  go  too  far  back  in  history,  we  can  take  as  the  proximate  origin 
of  regional  accounts  the  development  of  the  Commerce  Department's  state 
personal  income  series .  Here  the  purpose  was  to  develop  indexes  for 
making  regional  welfare  comparisons .  However,  these  data  were  never 


used  very  much,  for  two  reasons:  (l)  they  really  could  not  provide 

a  convenient  entry  into  the  more  interesting  welfare  questions  and 

(2)  nobody  was  very  much  interested  in  welfare  in  any  event.  In 

spite  of  this  experience,  there  are  still  those  (e.g.,  Charles 

1 
Schwartz)  who  suggest  that  all  we  need  for  regional  analyses  is  a 

(per  capita)  personal  income  index,  particularly  since  this  is 
probably  an  adequate  surrogate  for  output  and  production  measures. 

The  break  away  from  concentration  on  state  personal  income  was 
similar  to  the  elaboration  of  the  national  income  account  into  the 
national  income  and  product  account  and  was  motivated  by  recognition 
of  the  need  for  interlocking  final  demand  sector  accounts.  Following 
the  national  accounts  evolution,  we  saw  the  development  of  regional 
income  and  product  accounts  along  essentially  the  same  lines — i.e., 
the  same  sectors — as  the  national  accounts.  However,  there  was 
always  an  uneasy  feeling,  still  legitimately  with  us  as  evidenced  in 
Leven's  paper,  that  the  final  demand  sectoring  for  a  region  should 
be  different  from  that  for  the  nation.  The  nature  of  this  difference, 
although  never  too  clearly  spelled  out,  related  to  the  importance  of 
exports  and  imports  and  to  the  role  of  non-regional  government  in 
regional  accounts.  In  fact,  in  order  to  avoid  the  problem  of  exports 
and  imports — to  show  that  exports  and  imports  are  unimportant  in  large 
regions — the  question  of  regional  size  was  introduced.  Underlying  this 
uneasy  feeling  about  the  similarity  of  national  and  regional  accounts 
was  the  belief  that  regional  problems  were  different  from  national 
problems  and  therefore  required  different  accounts .  However,  it  was 
never  made  quite  clear  what  the  differences  were  or  indeed  what  ques- 
tions regional  income  and  product  accounts  were  designed  to,  or  could, 
answer. 


With  this  in  mind,  and  on  the  general  principle  that  more  data 
is  better  than  less  data,  we  got  into  interindustry  accounting.  Inter- 
industry accounting  has  two  advantages.  First,  "by  providing  interregional 
transactions  information,  it  can  make  the  important  distinction  between 
regionally  and  non- regionally  oriented  activities .  Second,  since  it 
implies  a  flexible  sectoring  system,  it  provides  the  supposed  opportunity 
(although  very  seldom  implemented)  for  relating  such  things  as  land  use, 
plant  capacity,  and  employment  directly  to  the  transactions  data. 

This  last  point  is  important  because  it  relates  the  evolution  of 
regional  accounts  to  a  different  historical  development  than  regional 
income  elaboration,  namely  the  city  planning  development.  While  the 
economists  were  going  along  the  merry  way  of  conceptualization,  the 
planners  were  involved  in  hard  choice  decisions  about  locating  a 
facility  in  one  area  or  another,  or  choosing  one  type  of  facility  over 
another.  The  planners,  highly  aware  of  considerations  of  costs  and 
welfare,  turned  to  the  economists  for  information  (with,  occassionally, 
planners  becoming  economists  and  economists  becoming  planners) .  Essen- 
tially the  planners  asked  two  questions .  First,  what  would  be  the  con- 
sequences of  a  given  planning  decision?  The  economist  has  answered  by 
formulating  instructions  to  set  up  an  interaction,  interindustry,  impact, 
simulation  model  which  describes  in  detail  the  interrelationships  within 
the  community.  But  the  second  question  of  the  planners  was  more  complex. 
Since  a  planner  thinks  about  the  future,  he  wants  to  know  what  the  region 
will  look  like,  not  what  it  does  look  like,  as  well  as  how  a  specific 
decision  is  likely  to  affect  the  region.  Thus  the  planner  is  implicitly 
concerned  with  regional  change. 

At  this  point,  the  regional  accountants  were  compelled  to  rediscover 
the  original  concern  of  regional  analysis — i.e.,  the  concern  of  Weber  and 


Hoover  with  the  question  of  regional  growth  and  location  theory.  However, 
this  rediscovery  revealed  that  regional  growth  and  regional  planning 
impacts  are  interrelated.   We  must  plan  to  meet  our  future  needs,  but 
our  plans  are  a  partial  determinant  of  these  needs.   Also,  and  of  increas- 
ing importance,  is  the  recognition  that  location  theory  must  include 
human  settlement  no  less  than  store  and  plant  location.   All  this  is 
complicated  by  the  prevalence  of  market-oriented  industries  which  result 
in  many  complicated  feedbacks  between  people  and  plant. 

Our  initial  response  to  solving  these  types  of  interactions  was  to 
consider  the  development  of  "all-purpose"  accounts.  But  it  turns  out 
that all-purpose  accounts  tend  to  be  no-purpose  accounts.  Furthermore, 
many  regional  growth  considerations  don't  seem  to  involve  accounts  at  all, 
if  accounts  are  described  as  "those  aspects  of  the  region's  structure 
that  are  involved  with  the  phenomena  which  are  being  accounted  for." 
For  the  growth  question  is  often  best  considered  in  terms  of  what  is 
happening  outside  the  region. 

So  where  are  we  at  this  point  in  time  with  respect  to  the  broad 
trends  we  have  suggested?  First,  the  comparative  welfare  questions  are 
subsumed  under  the  much  broader  range  of  problems  involved  with  regional 
planning  in  a  changing  economy.  Second,  the  concern  with  making  sure 
that  regional  accounts  are  organized  in  terms  of  established  accounting 
principles  (e.g.,  worrying  about  the  difference  between  accounts  and 
data,  or  worrying  about  the  constraints  of  double  entry  bookkeeping)  has 
been  disappearing.  Third,  the  concern  with  translating  regional  accounts 
into  traditional  language  (e.g.,  worrying  about  which  elements  in  the 
accounts  describe  what  sort  of  multipliers)  has  been  lessened.  Finally, 
the  concept  of  all-purpose  accounts  has  been  replaced  by  problem-oriented 
accounts  where  the  specific  problems  should  be  identified  by  the  planners, 


although  the  major  questions  are  identified  as  concern  with  (l)  data  for 
regional  growth  analyses  and  ( 2)  data  for  regional  simulation  analyses . 

The  future  of  regional  accounts  lies  in  their  utility  for  answering 
these  two  interrelated  questions .  Perhaps  the  most  fruitful  approach 
in  terms  of  developing  regional  informational  systems  is  the  one  suggested 

by  Harvey  Perloff  in  his  paper,  "Relative  Regional  Economic  Growth:   An 
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Approach  to  Regional  Accounts."   He  suggests  that  we  start  by  consider- 
ing data  requirements  for  determining  regional  growth  (location  data) 
and  then  determine  the  additional  data  required  for  specific  simulation 
problems  ( localization  data) . 

We  now  move  from  a  retrospective  look  to  a  few  speculations  about 
regional  accounts  work  in  the  years  to  come .  The  immediate  future  is 
likely  to  favor  the  special  purpose  system  of  information  flow,  which 
will  be  built  to  improve  a  select  set  of  major  public  policies  which 
need  to  be  made  by  states,  counties,  cities,  districts  and  perhaps  even 
metropolitan  areas,  although  at  present  no  one  can  make  major  decisions 
for  them.  Once  a  few  such  special  purpose  accounts  have  been  completed, 
using  mainly  data  which  are  now  readily  available,  and  their  usefulness 
for  decision-making  has  been  demonstrated,  demands  will  be  made  on 
various  sources  to  help  improve  data  quality  and  completeness .  Experience 
with  special  purpose  accounts  will  improve  the  chances  of  building  infor- 
mation flow  systems  which  serve  a  number  of  purposes  and  are  periodically 
produced  by  a  central  agency. 
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